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Since the occupation .of the mainlend the Chinese Communists have adopted a
system of finance for the concentration of power in the central government.

The finenciel administration system i1s arranged so that the Ministry of Fiaance,
through the various levels of the government down to the village level, contréls
receipts and payments; see Attachment A. The revenue system is shown in Attathments
B and D*; the system of expenditures in shown in Attachments C and E, of which B-is
for budgeted expenditures.

In order to prevent any areas from being isolated financilally, should the Korean
war spread to the Chine mainlend, on 29 Merch 1951 the authorities revised the
system so as to ensble governments in localltles to do as circumstances regquire.
Since then there have been only minor chenges in the system.

One phase of the system permits the epportionment of some of the revenue between

the centrel govermment end the governments of the areas, provinces, municipalities,
special districts; end hsien. A number of important taxes; such as, the national
commodity tex and the regional stemp tex, are subject to apporilonment. Apportionment
does not follow all=-including regulations but is declded efter considering conditions
which exist 'in each locelity. See Attachment D.* There hes been a general rise ia
sur-taxes in cities and other smaller areas.

' Government revenue end its expenditure 1s collected an disbursed through committees,

bureaus divisions and offices of finance of the Government and of the Areas,
Provinces, Municipalities, District Commissioners Offices, Hsien, Cities, and
Villages under 1t.

Attachment E shows the system for budgeting expendltures.

1. |comment. Attechment D seems to show how revenue is divided between
the central and subordinete governments.
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ATTACHMENT A

Financisl Administrative System of The Chinese Communist Government
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ATTACHMENT B

Collection of Reyenue

—Commodity tax
Government grains
- Customs duties
~Taxes Salt tax
Industry and commerce taxes

—Income of state enterprises and deposits of
reserves in terms of commodities
Invbntory of godown materials
-War bogties

Central j Other - Confiscgtion of the property of traitors,

Govern=- | sources. prisoners-pf-war, and enemy

ment ¥~ of re- -<In6pme from take-over of gold, silver, Toreign
venue currency notes-and goods by cities of ney regions

~nIncome from confiscation by Jjudicial and public
sécurity organs of the central government level
m-Income ‘from lawful charges, eto. collected b&
organs of the central goverhment level

Appor- i 20% from over-quota collection af government

~tioned— = grai :
revenue - 3o%rfr§m over-quota collection of other taxes
hIhcome tax on personél emoluments and
renumersation
--Tncome tex on interest from bank depoaits
-3teamp tex

lpheritance tax
-Business . tax
-Slaughter tax
s TEiXE S -BpeCinl consumption tax
. -Tax on Puildings
-Lgnd broperty tax
-Licence tax
L Pasturage
-Charges for use of wharves
- Other local taxes

Flrcome fram public property in the regions
-Income from confiscatlon by public security
Other end Judielal orgens of various levels
Govern- sources below fhe Central Government
ments of of ravenue| -
various Fipeome from lewful charges of verious
ma Jor : kinds in the reglons
adminig-
trative Apportioned ~80% from over-quote .= A sub-apportion~
regions, revenue collection of ment mey be made
provin= : vernment grains | between major ad-
ces and ~-T0% from over-quote | ministrative regions,
- munici- ' ecollection of end provinces
palities ' other taxes (municipalities)
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Expenditure
~ National defense construction

= Navel, land apd air forces
= Living allowghee

25X1A

= Foad |
~Clathing
Military f= Ordnance !
T expendi- | Medieal aupplies
ture ~Military supplies and equipment
. = Transportation for war operations
= Financial sdministration
‘ — Administration expenses, including governments directly under
Centr! the central government
Government i1— Foreign affairs
= Public security
|- Political affairs
— Universities, middle schools, primary schools, tultural end
. educational orgens, bodles and schools under the direct
administration bf eentral government )
— Health services under direct control of the central government
Privileges for servicemen
Compensetion end pensions
S Social affairs
under direct control
of the central gov-
ernment Relief
: Industry
—- HEconomic reconstruc- Trede
tion snd investments in Benks
government enterprises, Railways
under the central 3overn- Communications and transportation
ment ‘ Rural areas
- Irrigation Projects
—Public security units, units
of districts end hsien -
= Investments in. atate enter-
prises
~Administra.tion expensea
Governments

of mejor ad-

Rursl areas

-ministrative == Economic Jeconstruction |- Irrigation

regions, pro=

- Communications

vinces, muaici- ' River conservency

palities

‘Under ad-
ministre~
tien of

Heien s

Sociel effairs compensation and pensions
‘ ‘uu-fre:_l.ief, ete.

= Culture and health
< Bducation of hsien

middle school level
and above

= Rurel primery schools

rVilla.ges = Cultural and amusement activities

-Reconstruc‘ticn and repairs

|* Halen primary school teechers training institutes
= Hospital equipment

=~ Ferms ahd gardens.

=~ Road repairs, i

-~ Compengatlon for femilies of deceased servicemen
~Militia trainins
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ATTACEMENT C

L,owns

Education, culture and health in primaery schools

\ETown administration development
administration and education for ‘the suburbs
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ATTACHMENT D
Révenuel

—~ Agricultural tax
— Customs duties
- Salt tax .
== Income from domestic and foreign loans
= Profits of government enterprides under direct

- comtrol of the government
L Income frof law:f‘ul charges collected by administrative
& Judicial drgans of central government level
= Income frcm issue of land registration certificates
= Income from national banks ‘
== Inicome from warehouse inventories and other incomes
— Budget surplus for preceding fiscal year for
‘the. central government level
- Income from donations and from property confiscated
in the Wumfan {0063  0646) Campaign

R
!

Commodity tax Business aperatipns tax

- Thdustry and Income tax

commerce taxes f=- Casual trading tex
Btalls and hawkers tex

= Stamp tex

.- Buginess tax

= Income tax on interest from bank deposits (apportj.onment
percentage to be decided sepasrately)

~ Over-quota collection of agricultural tax (e.pportionment
percentage on a fifty-fifty basis)

Other

of

- Actusl surplus in excess of budget for the preceding
fiscal year for various levels (a percentage thereof
to be kept by the regions).

= Slaughter tax

= Title deeds tax

- Bu:lldings and land tex

= Specie.l conaumption tax

= Licence téx )

== Income from state enterprises operated by the major
administrative regions and below

- Lawful charges by administrative and Judicial organs
in the localities, and other incomes

Income

L~ Budget surplus for preceding fiscel year for mejor
administrétive region and provincial (municipel) levels

- Villages = Local sur-tax = 20% for agricultural sur-tex

Under Ad- ,
minigira/ - Tgung == Logal

10% to 15% for industry & commerce sur- tu.lk
20% for buildings end land sur-tax

surs i=Public utilitles sur- 'bax (a,s eircumstances
tax require)

20% for agricultural sur-tex

l~| |Uomment. Attechment D seeme to show how revenue is divided

between the centrel and subordinate governments. :
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ATTACHMENT E

System for Budgeting Egpenﬁitures

Expenditure
Budgeted
~under the

Ma jor Ad-
minigtra<
tive Regions

Universities under direct con='
Social, trol of the major administrg-
cultural, tive regions
and edu- Technical colleges and above,
cational middle and primary schools,
Administration colleges or branch colleges

Land reform for minority racial groups

Expenditure — Soclel, ‘Independent colleges,
Budgeted cultural, technical colleges, full
under Pro- -1 - and edu-~ teachers’ training colleges
vinces, cational and middle schools.
(Municipal ~ : :
ties)
P Cadres of various levels
Educational*Seclel effairs and eduestional
— Soclal ,wm[
’ cultural, Healthﬁgerw Hospitals of warious levels
‘Expenditure - and edu~- vices Medical service teams, anti=
/ budgeted cational epidemic teams, sanatoriums.
under cen- . . ,
tral govern- } ‘ rPublic Security, including speclal expenses
ment, major ~— Expendi-
administra~ ~ture fromp Judicial [Opera,tiona.l
tive reglons Adminig~ Food for priscners
or provinces tion. ,‘_ ) .
(municipalities), Expenses f=Financiasl pFood buresus, salt buresus, snd
sccording to : adminis=~ tax bureaus
gdministra- tration '
tive system™ | Subsidles Tor Temilies of cadreg
: under the ration system
Printing financlel statements
including collection expenses
= Political
Operstions
 p= Other ‘
perties,
ellques and
bodies . -
=~ Other items

Bxpenditure budge
ted under major
adminietrative
reglone or pro=
vinces (municipel
ties),. according

ddminigtrative sys- and cultursl

-tem

Those Expenses
provided under
sur~tax in the

. Locelities ™

Investments in econcmic reconstruction, and operational
expenses, operated by ilnvestments by governments of
varlous levels 1n the locallties

ﬁadic stetions in various regions,
provinces (municipalities)

Newspapers of a locel nature, publication
institutes, and book companies

Theatres, cultural workers corps, propa-
ganda teams, and moiNmental structures
in regions, provinces (municipalities)

Bbcial,-uwuw
to educetlonsl,

serivice

-Treining primery school teachers
-= (nder-quote portion of funds raised by the common
people through their mutusl assistance and efforts
for providing compensation to familles of deceased
servicemen and wo¥kers.
Fumds for heien hospitals

SECRET

Approved For Release 2003/08/06 : CIA-RDP82-00457R014300660008-7



25X1

Approved For Release 2003/08/06 SERERDP82-00457R014300660008-7

-ATTACHMENT E
E xpenditures

. Naval, land and air forees
~ Netional defense reconstruction
National - War operations

* defense « Production for milltary industry
: War operations and support~the-front drives
— Investments and Those operated by and with investments of
- expenditure In l ' the central government
Expenditure aeconomic re- Those administered by regional authority
. Budgeted construction for the central government with investments
- under the of central government.
Central
" Government Universities, technical colleges and above vhich
are under direct control of the central govermment,
Educa- {Various senior research institutes in sciences
tional under direct control of the central government .
Mlddle and primery schools, netionalities colleges
ar colleges for minority raciel groups, or -their
branch colleges, under direct control of the
e S0C181, _ Gentral government
cultural ,
and educa- ~ The Centrsl gnd other radlo stations which
tiopal receive and dispateh international news

> CulturallNew China News Agency, end related orgenizstions
.. of various levels

Government movie films factories

Film distribution company

New China Bapk Co.

y i Medical Suppliea Company
i -EENewly-taken;cver churches, hospitale and schools
= Heglth Treating wounded ahd sick officers who wé?e handed
over(1951)from the army units to governments of
reg;onsl level.

affairs } Relief for unemployed workers

~Soci§£_1s Compensation and pensions for disabled soldiers
Rélief for famines on & larger scale

—-‘Adﬁinistration ‘Administration for organs of central government level
‘ Forelgn affairs
' }Operational

-_/’4~Payment of loens plus interest
Financial Stock piling
adminis-

tration
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